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To Hanna Stockholders: 


Earnings Increase for Tenth Straight Year 


For Hanna Mining, 1971 was the tenth year in a 
row in which earnings increased over the previous 
year. Net income, at S3.35 per share, was 5 percent 
over that of 1970. 

Dividend income increased because of a larger 
distribution by Hollinger North Shore Exploration 
Company, Limited. Hanna’s portion of the Iron Ore 
Company of Canada dividend totaled $8.5 million, 
as compared to $8.6 million the previous year. 

Cash flow—net income plus depreciation—rose 
because of the earnings increase; depreciation charges 
were virtually the same as in 1970. 

Working capital at year-end was about the same 
as the prior year, after dividend payments of $11.5 
million and capital expenditures and investments of 
$28.9 million. Included in the latter figure is $8 
million of new equity capital in Iron Ore Company 
of Canada, in connection with the expansion there. 

Hanna-operated iron ore pellet plants in the 
United States and Canada produced 19.3 million 
tons in 1971, of which 6.2 million tons were for sale 
by Hanna for its own account. Total production of 


pellets, concentrates and natural ore from Hanna- 
managed properties was 29.1 million tons. 

Nickel production totaled 26 million pounds, an 
increase over 1970. Although shipments for the year 
were down, we continued to operate the smelter at 
capacity, adding the unsold portion to inventory. 

Iron Ore Company of Canada sold 17.7 million 
tons of pellets, concentrates and natural ore, a re¬ 
duction of 12 percent from the all-time record ton¬ 
nage of 1970. The lower shipments were a reflection 
of reduced requirements for ore by the American 
steel company partners in the project. 

In February 1972, the directors increased the 
regular quarterly dividend to 33% cents per share, 
the maximum permitted under existing federal 
guidelines. This action brought the annual dividend 
rate to $1.35 per share, as compared to the pre¬ 
vious $1.30. 

Brazilian Project Under Way 

The most notable achievement during 1971 was 
the completion of final arrangements for develop¬ 
ment of the 10-million-ton-per-year Mineracoes 


Financial Highlights 


Net Sales and Operating Revenues. 

Operating Income before Depreciation and Depletion 

Depreciation and Depletion. 

Dividend Income. 

Interest on Long-term Debt. 

Net Income. 

Cash Flow. 

Net Income per Share. 

Dividends per Share. 


For the Year 
1971 1970 


$197,089,283 

27.354.942 

7.149.020 

15.593.362 

2.828.278 

29.558.736 

36.707.756 

3.35 

1.30 


$203,442,427 

29.217.521 

7.164.743 

14.476.528 

2.978.770 

28.088.952 

35.253.695 

3.20 

1.30 


At the Year-End 
1971 1970 

Working Capital. 

Stockholders' Equity . . . 

Book Value per Share . . 

Average Shares Outstanding 


$ 74,102.050 
244,268.141 
27.65 
8.834.550 


$ 74.141.286 
226.194.327 
25.60 
8.769.873 
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Brasileiras Rcunidas iron ore project in Brazil. 
Financing was completed, government approvals 
were secured, the properties were merged and con¬ 
struction was begun. The long-term sales contracts 
for most of the tonnage were signed in 1970. 

Brazilian interests own and control 51 percent 
of MBR, with the remaining 49 percent held by 
St.John d’el Rey Mining Company, Limited. Hanna 
owns 53 per cent of St. John. 

The important accomplishments in connection 
with the MBR project are a tribute to the skill, 
energy and astuteness of our Brazilian partners and 
the wholehearted cooperation of the Brazilian govern¬ 
ment. A project of this magnitude, world-wide in 
scope, will be of great importance to Brazil and to 
all who are involved with it. To insure its success, 
we will provide all possible assistance, in the form 
of technical, marketing and management consulta¬ 
tive services. 

IOC Expansion on Schedule 

The large expansion program at Iron Ore Com¬ 
pany of Canada, begun in 1970, has proceeded on 
schedule and will begin coming on-stream late this 
year. This will bring IOC’s production capability 
to about 32 million tons—10 million tons of Carol 
pellets, 6 million tons of pellets from the new pellet 
plant at Sept-Iles, 11 million tons of Carol con¬ 
centrates, and up to 5 million tons of natural ore 
from the Knob Lake area. 

During 1971 the oil and gas exploration program 
of Hamilton Brothers Oil Company, in which Hanna 
has participated since 1968, produced discoveries 
in the offshore Louisiana area, in the U. K. sector 
of the North Sea and in Ecuador. Geological in¬ 
formation relating to Alaska’s North Slope, which 
became available this year, indicated that one of 
the Hamilton Brothers tracts, isolated from the nine 
others acquired in 1969, does not contain oil or gas. 
Therefore, Hanna has written off its investment in 
this tract as a charge against 1971 earnings. 

For the sector of American industry which we 
serve, 1971 was not a good year. The government’s 
program for controlling inflation and realignment 
of currency values shows promise of improving the 
competitive position of American industry. How¬ 
ever, the strong economic trends it is designed to 
combat were of long duration and reversals cannot 
be expected in short order. We strongly support the 
government’s action. 

The effect on Hanna of the revaluing of the U.S. 
dollar late in 1971 has so far been minimal. There 


has been no change in our selling prices, because 
all Hanna-produced iron ore is quoted abroad in 
U. S. dollars. Earlier, there was an increase in pro¬ 
duction costs at Iron Ore Company of Canada, 
when the Canadian dollar was permitted to move 
toward parity with the U. S. dollar in 1970. This 
revaluation has amounted to about 7 percent and 
was reflected in the IOC results for the years 1970 
and 1971. In Brazil, the value of the cruzeiro has 
been allowed to float with that of the U. S. dollar, 
so the cost-price projections for the MBR project 
have been largely unaffected. 

In the United States, the steel industry labor 
settlement of last August, which applied to Hanna’s 
domestic operations, had a severe impact on em¬ 
ployment costs. The agreement brought unprece¬ 
dented pressure on profits, since a variety of factors 
made it apparent that partially-compensating price 
increases could not be considered last year. Thus, 
with improvement in productivity imperative, we 
have re-doubled our efforts in that direction. 

Labor contracts expire this year at Iron Ore 
Company of Canada and at the nickel mine and 
smelter in Oregon. We hope that realistic new 
agreements can be reached at both locations with¬ 
out work stoppages. 

At present, the outlook for 1972 is not particularly 
promising for the iron ore industry. W T orld-wide 
demand for iron ore, which had grown enormously 
for several years, began softening in 1971 as steel 
production decreased in the world’s major steel¬ 
making areas. Steel industry observers forecast an 
upturn in production in 1972, although operating 
rates have not yet shown marked improvement. 
Hanna, with its ability to ship to all major iron ore 
markets in Europe, Japan and the United States, is 
in position to supply greater tonnages of material as 
increases in demand occur. 

Hanna’s financial position continues strong. Our 
working capital is sufficient to make the large ex¬ 
penditures that will be required during the next 
two years and still take advantage of new oppor¬ 
tunities that may arise. 

To the men and women of Hanna, who have 
contributed immeasurably to the achievements of 
the past, and of whom greater effectiveness will be 
required in the future, we express appreciation on 
behalf of the board of directors. 

G. W. Humphrey W. A. Marting 

Chairman President 

Cleveland, Ohio March 6, 1972 
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The Past Decade 

Expansion and Change 
In Products and Markets 


The past ten years were a period of growth and 
progress for Hanna. Earnings increased three times, 
the annual dividend pay-out was increased five-fold, 
and net worth more than doubled. 

Over the same span of years: 

—The output of Hanna-managed iron ore 
properties increased by 50 percent, from 19 million 
tons annually to 29 million tons, 

—There has been a complete turnaround in the 
product mix of Hanna-managed domestic iron ore 
operations with the shift from standard ores to high 
grade pellets, 

—The markets for Hanna-produced ore have 
expanded to include all the world’s major steel 
markets, and 

— Expansions were undertaken which will with¬ 
in two years increase Hanna’s annual iron ore 
production capability to more than 40 million tons, 
in addition to the 10 million tons to be produced 
in Brazil by MBR, in which Hanna has a substan¬ 
tial interest. 

Furthermore, important product diversification 


was accomplished during the decade with the acqui¬ 
sition of the nickel smelter in Oregon, at which 
point Hanna entered the commercial nickel market; 
with the development of an integrated aluminum 
project in Brazil, in which Hanna holds a 23.5 
percent interest, and with the acquisition of a 15 
percent interest in a Brazilian holding company 
with varying interests in six petrochemical plants 
near Sao Paulo. 

In 1965 we acquired 1,000,000 shares of National 
Steel Corporation stock for cash and 850,000,000 
of 4%% debentures. We later purchased an addi¬ 
tional 100,000 shares for cash. The debentures are 
Hanna’s only long-term debt and at the end of 
1971 the amount outstanding had been reduced to 
$30,813,000. 

Ten years ago, 95 percent of Hanna’s iron ore 
production in the United States and Canada was 
in the form of standard ores, the balance concen¬ 
trates. Two years from now, 90 percent of this out¬ 
put will be high grade iron ore pellets and con¬ 
centrates. 


The Iron Ore Company of Canada dock can accommodate 250,000-ton 
vessels. The SS. Tibetan, below, received the largest cargo last year. 










In massive balling drums, moist, finely-ground iron ore concen¬ 
trates are formed into marble-sized pellets, then are kiln-fired. 


TYPES OF HANNA PRODUCED ORE DESTINATION OF ORE 


Standard Ores 

High Grade Pellets 
and Concentrates 
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To U S and Canada 

To Overseas Markets 


Ten years ago, Hanna’s markets were principally 
the United States and Canada, with 2.3 million 
tons of iron ore being sold in Europe. Last year, the 
tonnages sold in intercontinental trade more than 
trebled, to 8.2 million tons. Two years from now, 
the amount will double again, with some 16 million 
tons of Hanna-produced ore being shipped overseas 
to the United Kingdom, Germany, France, The 
Netherlands, Belgium, Italy, Spain and Japan. 

Virtually all of the 10 million tons of high grade 
natural ore to be mined by MBR in Brazil is des¬ 
tined for shipment to overseas customers in Japan 
and Europe. 

An important element in the world-wide move¬ 
ment of iron ore has been the construction of larger 
and larger highly-automated ships, resulting in a 
lowering of transportation costs to previously un¬ 
attainable levels. 

Ten years ago the average salt water cargo loaded 
at the Sept-Iles dock of Iron Ore Company of 
Canada barely exceeded 20,000 tons. Then, with 
larger vessels about to come in service, IOC three 


years ago constructed a $13 million dock capable of 
handling vessels of up to 250,000 tons capacity. Last 
year the largest single cargo was 138,000 tons. 

Looking to the immediate future, one 242,000-ton 
vessel is already in service and more than 30 ships 
of 210,000-ton size and larger are under construc¬ 
tion or on order. These can carry ore or oil, thereby 
reducing the time spent steaming in ballast. A typi¬ 
cal trip might take ore from Sept-Iles to Japan, then 
oil from the Middle East to the Atlantic Basin, and 
back to Sept-Iles. 

IOC was the first in the western hemisphere to 
build a dock capable of handling these supercarriers. 
A dock of similar capabilities is an integral part of 
the new Brazilian iron ore development. 

With the conversion of its product mix and the 
construction of modern ore terminals—all under¬ 
taken within a period of only ten years—Hanna has 
endeavored to anticipate change in order to take 
advantage of all realistic opportunities. This will 
continue to be the Hanna objective in the years that 
lie ahead. 
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Iron Ore/United States 

Pellet Production 
Is 8.5 Million Tons 


The four iron ore pellet plants operated by Hanna 
in the United States produced 8,534,000 tons, almost 
the same as in the preceding year. 

Negotiations for a new labor contract were com¬ 
pleted early in August with only minor disruptions 
to production schedules. 

Highlights of 1971 operations: 

— Butler, on the Mesabi Range, produced more 
than 2.7 million tons of pellets. 

—National, also on the Mesabi Range, pro¬ 
duced more than 2.8 million tons. 

—Groveland, on the Menominee Range in 
Michigan, produced more than 2 million tons. 

— Pilot Knob, in Missouri, produced 953,000 
tons, slightly below its rated capacity of 1 million 
tons. 

Sales of standard ores continued to decline. Last 
year Hanna shipped 600,000 tons of standard ores, 
an amount that is expected to drop further in the 
future. 

Completed in the second half of the year were 
improvements at the Butler plant which will ulti¬ 
mately increase its capacity to 2.8 million tons a 
year. At Groveland, conversion of the concentrating 
lines, to be completed this year, will increase the 
plant’s recovery of iron units by about 10 percent. 
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Iron Ore/Canada 


Large Expansion 
To Start Operating 
Late This Year 



Ore loading terminal at Sept-lies will be able to store up to 5 million tons of feed 
for new pellet plant and more than 6 million tons of material awaiting shipment- 


The 17.7 million tons of ore sold by Iron Ore 
Company of Canada last year consisted of: 10.1 
million tons of Carol pellets, 1.8 million tons of 
Carol concentrates, and 5.8 million tons of Knob 
Lake natural ores. While the 1971 tonnage repre¬ 
sented a decline from the 20.1 million tons sold in 
1970, it was second best production year in the 
history of the project. 

Important progress was made on the large ex¬ 
pansion program begun in 1970: 

—the addition of 10 million tons of concen¬ 
trating capacity of Carol, with completion sched¬ 
uled for the latter part of this year, 


—construction of a 6-million-ton-per-year plant 
at Sept-Iles to concentrate and pelletize natural ore 
from the Knob Lake deposits at the north end, to be 
in operation early in 1973, and 

—expansion of the Sept-Iles terminal facilities. 

The entire program is moving on schedule. 

When the expansion is completed, more than $1 
billion will have been invested in IOC over the past 
20 years, IOC will be the largest iron ore project in 
the world, and the Carol concentrating-pelletizing 
complex will be the largest of its kind in the world. 

IOC is unique, in that it can ship ore competi¬ 
tively to all the world’s major markets. Of the more 
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Iron Ore/Canada (continued) 

than 30 million tons it will be capable of producing 
each year, about half will move to the United States 
and Canada and about half will go to Japan, Europe 
and the United Kingdom. 

Its reserves of all types of ore are substantial and 
could support further expansions of output. These 
reserves were greatly extended by the development 
of methods for treating the lower grade ores in the 
Knob Lake area. Construction of the new concen¬ 
trator and pellet plant at Sept-Iles has brought a 
bright future to the Knob Lake mining operations, 
for the new Knob Lake pellets will be produced to 
the same high standards of quality as IOC’s Carol 
pellets. 

Hanna’s share of the cost of the IOC expansion 
is $19 million, of which we provided $7.9 million 
in 1971, with the balance due this year. This entire 
amount is being taken from Hanna working capital. 

At year-end, Hanna’s investment in IOC was 
carried at $47.9 million. In 1971, on a stock interest 
of $45.6 million, Hanna received dividends of $8.5 
million, which was approximately equal to Hanna’s 
portion of IOC’s earnings for the year. At year-end, 
the Hanna portion of IOC’s net worth was $65.7 
million. 

Expansion of Carol project in Labrador is 
proceeding, upper left. 


New shovel at IOC, capable of lifting 10 
cubic yards of ore at a single bite, loads a 
new hauler, which can carry 150 tons 
per load. 



























New ore loading terminal is being built 
in Sepetiba Bay near Rio de Janeiro. 


Iron Ore/ Brazil 

Construction of 
10-Million-Ton 
Project Proceeds 


With government approval secured and financing 
completed, the Brazilian iron ore properties were 
merged and work was begun on the 10-million-ton- 
per-year MBR iron ore project. 

MineracoesBrasileiras ReunidasS.A. —MBR now 
owns the iron ore reserves of St. John d’el Rey 
Mining Company, Limited, controlled by Hanna, 
and those of Companhia Auxiliar de Empresas de 
Mineracao—CAEMI, a Brazilian company with 
extensive experience in iron and manganese ore 
mining. 

Total cost of the MBR project is estimated at 
about $150 million, with financing being provided 
by the World Bank, a group of five Japanese trad¬ 
ing companies, new equity funds from the owners 
of MBR, the U. S. Export-Import Bank and other 
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Iron Ore/Brazil (continued) 

sources. The Federative Republic of Brazil has 
guaranteed the World Bank and Eximbank financ¬ 
ing. 

St. John d’el Rey is planning a rights offering to 
the holders of its ordinary shares, to raise its portion 
of the equity capital required to finance the MBR 
project. Hanna has declared its intention to take 
up its portion of the new shares, plus those not 
subscribed for by other stockholders. 

Development work at the mine site near Belo 
Horizonte is moving on schedule. This includes the 
most modern mining and handling facilities, a large 
ore preparation plant and high speed rail loading 
equipment, all designed to produce carefully-sized 
ore of uniform high quality, containing up to 68 
percent iron. The project can be readily expanded 
in the future. 


At Sepetiba Bay, southwest of Rio de Janeiro, 
work has begun on the ore-loading terminal, which 
will be capable of loading 250,000-ton carriers. It 
will have an initial stockpile capacity of 1.5 million 
tons of ore, which can be trebled as required in the 
future. 

Shipments are scheduled to commence late in 
1973 under long-term agreements for annual sales 
of 7.3 million tons of high grade ore to six Japanese 
steel companies, 1.3 million tons to European steel 
producers and 700,000 tons to a steel producer in 
Argentina. 

In 1971, St. John d’el Rey shipped 615,000 tons 
of high grade ore from the properties near Belo 
Horizonte. 

Copies of the St.John annual report are available 
to Hanna stockholders on request. 
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Aluminum project in Bra¬ 
zil operates above its ra¬ 
ted capacity. 
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International Operations 

Aluminum Plant 
Exceeds Capacity; 
Petrochemical Units 
Near Completion 

Brazil, Aluminum—In its first full year of opera¬ 
tion, the Alcominas project demonstrated its capa¬ 
bility of producing 28,000 metric tons of aluminum 
annually, 10 percent over its design capacity. Located 
in the State of Minas Gerais, this integrated aluminum 
project went into operation in 1970 and quickly 
reached full capacity. Early in 1971 a softening of 
the Brazilian market caused production cut-backs. 
However, by the third quarter demand had risen, 
full production was resumed and the project was 
operating at a profitable level as the year closed. 

Hanna has a 23.5 percent ownership in the $46 
million project, the balance being held by Alumi¬ 
num Company of America and Brazilian interests. 

Australia, Iron Ore—About 663,000 tons of iron 
ore were shipped to Japan from the Koolanooka 
property in Western Australia. Hanna has a 25 
percent interest in this project, which is managed 



Petrochemical plant near Sao Paulo produces 
ethylene used in production of other plastics. 


















International (continued) 

by Western Mining Company, Limited. The exist¬ 
ing contract extends through 1974. 

Brazil, Petrochemicals —In 1971 Hanna com¬ 
pleted the acquisition of a 15 percent interest in 
UNIPAR—Uniaode Industrias PetroquimicasS.A., 
a Brazilian holding company with varying owner¬ 
ship interests in six petrochemical plants in the 
Sao Paulo area. 

One plant is in production, four are scheduled to 
begin operating this year and one will come on¬ 
stream in 1973. The products of these plants will 
include ethylene, propylene, chlorine, caustic soda, 
vinyl choride monomer and poly vinyl chloride, for 
the Brazilian market, which shows excellent pros¬ 
pects for continued growth. 

Colombia, Nickel —Development drilling was 
conducted at the Cerro Matoso nickel ore body 
and a 4000-ton bulk sample was shipped to the 
new pilot plant at Riddle, Oregon. Testing began 
late in the year and the results will be available 
within the next few months. 

This project will be one-third owned by Empresa 
Colombiana de Niquel, a company formed by a de¬ 
velopment agency of the Colombian government. 
The balance will be held by Compania de Niquel 
Colombiano, S. A., which is owned by Hanna 
Mining and Standard Oil of California. 

Guatemala, Nickel— Efforts continued by Ex- 
ploraciones y Explotaciones Mineras Izabal, S. A. 
(Exmibal) to find a basis for financing the develop¬ 
ment of the lateritic ore body near Lake Izabal. 
Exmibal is 80 percent owned by International Nickel 
Company of Canada, Limited, and 20 percent by 
Hanna. 


Marine Services 

Dock and Vessel 
Tonnages at About 
Prior Year's Levels 

Hanna-operated vessels on the Great Lakes and 
in the St. Lawrence Seaway moved 6.7 million tons 
of iron ore last year, as compared to 7.4 million tons 
in 1970. Grain shipments were 43.2 million bushels, 
as compared to 44 million bushels the year before. 

The Hanna-managed coal loading docks at San¬ 
dusky and Ashtabula, on Lake Erie, handled 10.1 
million tons in 1971, as compared with 10.5 million 
tons the previous year. 

The unloading docks managed by Hanna in 
Cleveland and Philadelphia handled 8.3 million 
tons of iron ore last year, as compared with 9.3 
million tons in 1970. 

The volume of business of the ocean marine divi¬ 
sion declined, reflecting business conditions in world 
shipping. This division, based in New York, pro¬ 
vides a world-wide ship-chartering service. 

Vessel operation and dock management have 
traditionally been important services to Hanna 
customers. 


Management 

New Vice President 

In October B. M. Andreas was elected vice presi¬ 
dent, administration, mining properties. Mr. And¬ 
reas, whose career in mining began in 1936, became 
manager of Hanna’s Minnesota mines in 1956 and 
for the past two years has been general manager of 
the domestic iron ore division. In his new position 
he will be in charge of the general administration 
of mining properties and ore reserves, coordinate 
Hanna’s mining plans with consumers’ ore require¬ 
ments and be responsible for Hanna activities in 
state and community matters. 
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Nickel 


Pilot plant testing of nickel ore 
from Colombia was conducted at 
the Hanna nickel smelter in 
Oregon. 


Smelter Production Up Slightly 


Production at the smelter at Riddle, Oregon, rose 
to 25,934,000 pounds, with demand being reduced 
to a point where we began building inventories. 

For many years, beginning in the early 1960’s, 
nickel was in critically short supply. Then in 1971, 
as world steel production declined, demand for 
nickel also softened. 

Work proceeded during 1971 on the 3^-year 


program for installing additional air emission con¬ 
trol facilities at the smelter. On completion of this 
program, control of particulate matter emanating 
from the plant will be well within proposed state 
standards. 

Hanna ferronickel, containing almost equal parts 
of nickel and iron, is used in the production of stain¬ 
less and other nickel-bearing alloy steels. 
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Hanna geological teams range 
throughout much of the world, 
using snowmobiles in wintry On¬ 
tario and helicopters in the in¬ 
terior of New Guinea. 


Research —A major improvement in research fa¬ 
cilities is being accomplished with the construction 
of a new research center near Nashwauk, Minne¬ 
sota. Completion of this project will permit the 
consolidation of activities now being carried out at 
two locations and will provide larger, more efficient 
facilities for metallurgical research. 

Among the projects completed in 1971 was the 
successful concentration of oxidized taconite in the 
laboratory. Pilot scale tests will be started this year 
to verify the commercial feasibility of concentrating 
the large reserves of oxidized taconite on the Mesabi 
Range. These occur as individual deposits, as layers 
or areas in magnetic taconite deposits, and in close 
association with magnetic taconite currently being 
mined. The oxidized taconite, which can equal as 
much as 50 percent of the magnetic material, is not 
now recoverable in existing taconite concentrators. 

Considerable work was done to develop and con¬ 
firm the processes to be used in the expansion of the 
IOC Carol project and the concentrating and pelle¬ 
tizing of the Knob Lake ore. 

Exploration —Fully 80 percent of Hanna’s geo¬ 
logical effort last year was directed at non-ferrous 
mineral exploration. Work continued in the United 
States, Canada, Australia, Brazil and southern 
Africa, generating numerous specific mineralized 
targets, of which several may be of sufficient interest 
to warrant drilling. 

In the early part of the year, a joint exploration 
program, conducted in Western Australia by Hanna, 
Homestake Mining Company and Union Oil Com¬ 
pany of California, discovered nickel sulphide miner¬ 
alization near Mount Windarra. These properties 
are adjacent to properties where Poseidon Ltd. of 
Australia had reported similar findings. In Septem¬ 
ber the two exploration ventures were combined in 
a joint program to continue exploration, develop¬ 
ment and feasibility studies. 

At year-end Hanna and Basic Incorporated of 
Cleveland reached agreement in principle on a joint 
exploration program in Maine. For several years a 
syndicate in which Basic holds a predominant inter¬ 
est has been carrying on geological exploration of 
nickel-copper mineralization in Knox County. 


Research / Exploration 

New Research Center 
Near; Non-Ferrous 
Exploration Continues 
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Complex thermogravimetric furnace, here testing 
the physical properties of iron ore pellets, is repre¬ 
sentative of the Research Center equipment used 
to monitor and improve product quality. 



Hanna will assume responsibility for further explo¬ 
ration and will conduct additional metallurgical 
research and testing. 

The exploration program of Hamilton Brothers 
Oil Company found indications of commercial quan¬ 
tities of oil and gas on four of the seven offshore 
Louisiana tracts in which Hamilton purchased an 
interest in December 1970. Drilling platforms were 
set on two of the tracts and development wells will 
be drilled, with initial production expected late this 
year. 

In the North Sea, a well drilled on Block 30/2 
was announced as a gas condensate discovery. This 
well is located some 175 miles east of Scotland. 

In Ecuador, early 1971 saw the drilling of the 
sixth well on widely spaced structures in a 2,100,000- 
acre concession on the east side of the Andes. Five 
of these wells resulted in oil discoveries. Additional 


seismic work is now under way, in preparation for 
further drilling. 

Because of the remote locations of the North Sea 
and Ecuador discoveries, further development work 
must be completed to prove the feasibility of com¬ 
mercial production. 

On the North Slope of Alaska, activity of the 
group headed by Hamilton Brothers, which pur¬ 
chased 10 tracts in the 1969 sale, was suspended 
because of the delay in the construction of the Aly- 
eska Pipeline from the North Slope to Valdez. 

In an auction of blocks in the North Sea con¬ 
ducted at mid-year by the U. K. Department of 
Trade and Industry, a group headed by Hamilton 
Brothers was successful in purchasing one of the 
blocks. 

Hanna’s ownership in these various oil and gas 
projects ranges from 1 percent to 5 percent. 
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THE HANNA MINING COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


Statements of Consolidated Income 


Year Ended 
1971 


INCOME 

Net sales and operating revenues. $197,089,283 

Dividends: 

Iron Ore Company of Canada. 8,458,404 

National Steel Corporation. 2,750,000 

Other. 4.384,958 

Interest. 2,316,308 

Sundry. . 551,586 

215.550,539 


COSTS AND EXPENSES 

Cost of goods sold and operating expenses. 162.769.826 

Selling, general, and administrative expenses. 6,964,515 

Depreciation and depletion—Note A. 7,149,020 

Interest on long-term debt—Note A. 2,828,278 

Income taxes—Note B. 6,280,164 

185,991,803 

NET INCOME. $ 29,558,736 

NET INCOME PER SHARE. $3.35 


See notes to financial statements. 


December 31 
1970 


$203,442,427 

8.591.467 

2.750,000 

3,135.061 

3.954,538 

1,004,262 

222.877.755 


167.298,601 
6,926,305 
7,164,743 
2.978.770 
10,420,384 
194,788,803 
$ 28,088,952 
$3.20 
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Statements of Consolidated Changes 
in Financial Position 


SOURCE OF FUNDS 

Net income for the year. 

Depreciation and depletion—Note A . . . . 
Deferred federal income taxes—Note B . . . 

Proceeds from shares sold under stock options 
Other . 


Year Ended 
1971 


$ 29.558.736 
7.149.020 
651.200 
37,358.956 
— 0 — 
3,060,358 
40,419.314 


APPLICATION OF FUNDS 

Expenditures for property, plant, and equipment. 6,787,468 

Expenditures for interests in associated and other companies. . 22,138.660 

Cash dividends. 11,484,922 

Reduction of long-term debt. 47,500 

Other. —0— 

40,458.550 

(Decrease) increase in working capital. (39,236) 

Working capital beginning of year. 74,141,286 

Working capital end of year. $ 74,102,050 


DETAIL OF (DECREASE) INCREASE IN WORKING CAPITAL 


Cash and short-term securities. $ (9.982,747) 

Receivables. 8,946.916 

Inventories. (2,579,000) 

Current liabilities. 3,575,595 

Total. $ (39,236) 


See notes to financial statements. 


December 31 
1970 

$ 28.088,952 
7,164.743 
1.061,417 
36.315.112 
2,079,982 
1,505,566 
39.900.660 


3.090,742 
10,558.643 
11.402.760 
3,730,300 
640,181 
29,422,626 
10.478,034 
63,663,252 
$ 74,141,286 


$ 15.888.298 
(11.260,936) 
7,469,219 
(1,618,547) 
$ 10.478,034 
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THE HANNA MINING COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


Consolidated Balance Sheets 


ASSETS 

CURRENT ASSETS 

Cash. 

Short-term securities—at cost and accrued interest 

Trade and sundry receivables. 

Inventories—at lower of average cost or market: 

Iron ore. 

Nickel. 

Supplies. 

TOTAL CURRENT ASSETS. 


_ December 31 _ 

1971 1970 


$ 3.761.101 

38.658.648 
32.087.578 

18,262.652 

3.418.834 

6,277.322 

27.958.808 

102.466.135 


$ 5.867,611 

46.534,885 
23,140.662 

23.973.609 

1.295,310 

5,268,889 

30,537,808 

106.080.966 


PROPERTY. PLANT. AND EQUIPMENT 

Mineral lands and leases. 1,740,713 

Plants and equipment. 91.519.464 

Vessels. 3,086,919 

96.347.096 

Less allowances for depreciation, depletion, and amortization. . 57,572,476 

TOTAL PROPERTY. PLANT. AND EQUIPMENT . . . 38.774.620 

OTHER ASSETS 

Working assets—Interests in associated companies—Note C : 

Iron Ore Company of Canada—at cost. 47,948.362 

Unconsolidated subsidiaries. 29,767,330 

Others—at cost. 13,251,659 

Interests in other companies: 

National Steel Corporation—at cost—market 

price $49,200,000 ($47,200,000 in 1970) . 63.316.182 

Others—at cost—Note C . 13,859.493 

Sundry assets and deferred charges. 6,157,215 

TOTAL OTHER ASSETS. 174.300.241 


$315,540,996 


1,728.222 

88.068.496 

2,902,019 

92.698.737 

55.756.643 

36.942.094 


40.037.363 

23,518.691 

12.022.382 


63.316.182 

11.795,981 

6,447,552 

157,138.151 

$300,161,211 
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LIABILITIES AND STOCKHOLDERS' EQUITY 


CURRENT LIABILITIES 

Trade and sundry payables. 

Accrued expenses. 

Federal income taxes—Note B . . . 

TOTAL CURRENT LIABILITIES 


December 31 


1971 

$ 12.761.530 
10.268.411 
5,334,144 
28.364.085 


1970 


$ 14,257.247 
9,716.188 
7,966,245 
31.939.680 


LONG-TERM DEBT 

4%% Sinking Fund Debentures—payable 

$2,000,000 annually—Note D. 38.000,000 40.000.000 


Less debentures held in treasury. . 
TOTAL LONG-TERM DEBT 


7,187,000 9.139,500 

30.813.000 30.860.500 


RESERVES 

Prior years' federal income taxes. . . 
Deferred federal income taxes—Note B 

Other . 

TOTAL RESERVES .... 


4.141.271 

5.152,300 

2.802.199 

12.095.770 


4,150.641 

4.501.100 

2.514.963 

11,166.704 


STOCKHOLDERS' EQUITY 

Common Stock, par value $1 a share—Note E: 

Authorized 13,500,000 shares (9.000,000 in 1970) 
Issued 8.871,050 shares. 

Capital surplus. 

Retained earnings—Notes C and D. 

Cost of treasury stock (36,500 shares). 

TOTAL STOCKHOLDERS' EQUITY .... 


See notes to financial statements. 


8.871.050 

21.337.531 

214.612.523 

(552,963 ) 

244,268.141 

$315,540,996 


8.871,050 

21,337.531 

196.538.709 

(552,963 ) 

226.194.327 

$300,161,211 
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THE HANNA MINING COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


Statements of Consolidated 
Stockholders' Equity 



Common 

Stock 

Capital 

Surplus 

Retained 

Earnings 

Treasury 

Stock 

Total 

Stockholders' 

Equity 

Balance January 1, 1970. 

$8,783,250 

$19,345,349 

$179,852,517 

$(552,963) 

$207,428,153 

Net income for 1970. 



28.088,952 


28.088.952 

Cash dividends—$1.30 a share . 

Proceeds from 87,800 shares 



(11.402.760) 


(11.402.760) 

sold under stock options 

87,800 

1.992.182 



2.079.982 

Balance December 31, 1970 . . . 

8,871.050 

21.337.531 

196.538.709 

(552.963) 

226.194.327 

Net income for 1971. 



29.558.736 


29.558.736 

Cash dividends—$1.30 a share . 



(11.484.922) 


(11.484.922) 

Balance December 31. 1971 . . . 

$8,871,050 

$21,337,531 

$214,612,523 

$(552,963) 

$244,268,141 


See notes to financial statements. 


Notes to Financial Statements 


Note A—Depreciation, Depletion, and Interest 

Property, plant, and equipment are stated on the basis 
of cost. Provisions for depreciation and depletion have 
been computed principally on the unit-of-production 
and straight-line methods. 

The Company, through its ownership interest, is en¬ 
titled to its proportionate share of the production of 
certain associated mining companies at cost. The 
Company's proportionate share of depreciation (1971 
—$2,466,524; 1970—$2,41 5,576) and intereston long¬ 
term debt (1971—$1,363,031 ; 1970—$1,442,645) has 
been so classified in the statements of consolidated 
income and the remaining costs are included in cost 
of goods sold and operating expenses. 


Note B—Income Taxes 

The provision for income taxes payable to federal, for¬ 
eign, and state governments includes $651,200 in 1971 
and $1,061,417 in 1970 of federal taxes deferred to 
future periods, principally because depreciation reported 
for financial statement purposes is less than accelerated 
depreciation claimed for tax purposes, and in 1971 a 
credit of $1,200,000 for federal taxes provided in prior 
years. The investment tax credit, which is not material, 
has been recorded as a reduction of the current pro¬ 
vision for federal income taxes. 

Note C—Subsidiary and Other Companies 

Subsidiary companies are either consolidated in the 
financial statements or the interests therein are carried 
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Notes to Financial Statements (continued) 


at cost less reductions for operations since dates of 
acquisition or incorporation. 

In accordance with Opinion No. 18 of the Accounting 
Principles Board, the Company will change effective 
January 1, 1972 to the equity method of accounting 
for its interests in Iron Ore Company of Canada and 
certain other companies. This change will require re- 
> statement of the financial statements for 1971 and prior 
years, and will result in an increase of approximately 
$22,000,000 in retained earnings. The effect of such 
restatement on net income for 1971 would be insig¬ 
nificant. 

Note D—Sinking Fund Debentures 

The Indenture, relating to the 4%% debentures, con¬ 
tains limitations relative to cash dividends and other 
stock payments. At December 31.1971. approximately 
$112,512,000 of retained earnings was free of such 
limitations. 

Note E—Stock Options 

At December 31. 1971 and 1970, no stock options 
were outstanding; however, there were 109,940 com¬ 
mon shares reserved forfuture options. In 1970, options 
for 87,800 shares, granted at market in prior years, 
were exercised at $23.69 per share. 

Note F—Contingent Liabilities and Commitments 

Under certain conditions, the Company might be re¬ 
quired to make payments on long-term obligations of 
certain associated mining companies in proportion to 


the Company's interests in such companies. At Decem¬ 
ber 31, 1971, the Company was contingently liable 
under such arrangements in the amount of approxi¬ 
mately $38,000,000. 

In connection with a major expansion of the produc¬ 
tion capability of Iron Ore Company of Canada, the 
Company has agreed to purchase during 1 972 approxi¬ 
mately $11,100,000 of subordinated debentures of that 
company. In relation to the development of a major 
iron ore project in Brazil, the Company has declared 
its intention to make additional investments of a maxi¬ 
mum of $12,000,000 in its associate, St. John d'el Rey 
Mining Company, Limited, and if necessary to complete 
the project the Company may be obligated up to an 
additional $7,500,000. 

The Company has guaranteed indebtedness of ap¬ 
proximately $2,200,000 at December 31,1971, incurred 
by certain key employees to purchase common shares 
under stock options. 

Note G—Pensions 

The Company and its subsidiaries have various pension 
plans covering substantially all of their employees. Total 
pension expense which was $2,188,000 in 1971 and 
$2,185,000 in 1970 includes, as to certain of the plans, 
amortization of prior service cost over appropriate 
periods. The Company's policy is to fund pension cost 
accrued. The pension funds and balance sheet accruals 
exceed the estimated value of the vested benefits for 
all plans. 


Accountants' Report 


Board of Directors 

The Hanna Mining Company 

Cleveland, Ohio 


We have examined the consolidated financial state¬ 
ments of The Hanna Mining Company and consolidated 
subsidiaries for the years ended December 31, 1971 
i and 1970. Our examinations were made in accordance 
with generally accepted auditing standards and accord¬ 
ingly included such tests of the accounting records and 
such other auditing procedures as we considered neces¬ 
sary in the circumstances. 

In our opinion, the accompanying balance sheets and 
statements of income, stockholders' equity, and changes 
in financial position present fairly the consolidated 


financial position of The Hanna Mining Company and 
consolidated subsidiaries at December 31, 1971 and 
1970, and the consolidated results of their operations, 
and changes in stockholders' equity and financial posi¬ 
tion for the years then ended, in conformity with gen¬ 
erally accepted accounting principles applied on a con¬ 
sistent basis. 


Cleveland, Ohio 
February 28, 1972 
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THE HANNA MINING COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


Ten Year Financial Comparison 


INCOME 

Net Sales and Operating Revenues. . . 
Operating Income before Depreciation, 
Depletion, and Amortization. . . . 
Depreciation, Depletion, and Amortization 

Dividend Income. 

Income Taxes. 

Net Income. 

Net Income Per Share (A). 

Cash Dividends. 

Dividends Per Share (A). 


1971 1970 


$197,089,000 

$ 27,355,000 
$ 7,149,000 
$ 15.593,000 
$ 6.280,000 
$ 29,559,000 
$_ 3.35 

$ 11,485,000 
$ 1.30 


203,442,000 

29,218,000 
7.1 65.000 
14.477,000 
10.420.000 
28,089.000 
3.20 
11.403.000 
1.30 


BALANCE SHEET 

Working Capital. 

Property, Plant, and Equipment 

Other Assets. 

Long-Term Debt . 

Total Invested Capital . . . . 

Less Reserves. 

Total Stockholders' Equity . . 
Shares Outstanding (A) . . . 
Book Value Per Share (A) . . 


$ 74,102.000 
38.775.000 
174.300.000 
(30.813.000) 
$256,364,000 
1 2,096,000 
$244,268,000 
8.834.550 
$ 27.65 


74.141.000 
36,942.000 
1 57.1 38.000 
(30,860,000) 
237,361,000 
11.167,000 
226.194.000 
8.834.550 
25.60 


(A) Adjusted for 2-for-1 stock split in April, 1969. and 3-for-1 stock split in May. 1964. 


1969 

175.988.000 

27,988.000 
7.113.000 
1 2,726.000 
8.752,000 
24,766.000 
2.85 
10.658.000 
1.225 


63,663.000 

39,982,000 

148.955.000 

(34.591,000) 

218.009.000 

10,581,000 

207.428.000 

8.746.750 

23.71 
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1968 

1967 

1966 

1965 

1964 

1963 

1962 

153.104.000 

143.036.000 

143.707,000 

148.193.000 

135.586,000 

124.594,000 

100.818.000 

17.069.000 

18,246.000 

17.903,000 

16,427.000 

14.945.000 

13.728.000 

11.087.000 

5.943.000 

5.560.000 

4.717.000 

5.078.000 

5.481,000 

6.437.000 

4.200.000 

14,972.000 

12.847.000 

11.086.000 

8.960.000 

7.757.000 

8.1 54.000 

7.380.000 

1.945.000 

3.800.000 

5.467.000 

5.563.000 

4.986.000 

4.366.000 

4,501,000 

23.030.000 

21.133.000 

18.501.000 

16.460.000 

14.057.000 

12,353,000 

11.107.000 

2.65 

2.44 

2.15 

1.92 

1.64 

1.44 

1.30 

8.684.000 

6.682.000 

4,722.000 

4.281.000 

4.063.000 

2.993,000 

2.856.000 

1.00 

.77 

.55 

.50 

.47 

.35 

.33 


56.370.000 

49.359.000 

53.000.000 

51.850.000 

51.031.000 

39.136.000 

28.598.000 

42.669.000 

43.790.000 

33,214.000 

29,280.000 

29,047.000 

26.976.000 

29.048.000 

143.352.000 

135.358.000 

127.503.000 

1 20.238.000 

61,118.000 

63.709.000 

60.502.000 

(41.583.000) 

(44.000.000) 

(46,000.000) 

(48.000.000) 

—0— 

—0— 

—0— 

200.808.000 

184.507,000 

167.717.000 

1 53.368.000 

141.196.000 

129.821,000 

118,148.000 

8.836.000 

7.408.000 

6.1 52.000 

6.095.000 

6.230.000 

4.939.000 

3.039.000 

191.972,000 

177.099.000 

161.565.000 

147.273.000 

1 34.966.000 

124.882.000 

115.109.000 

8.688.250 

8.657.750 

8.597.950 

8.566.590 

8.556.290 

8.550.690 

8.550.690 

22.10 

20.46 

18.79 

17.19 

15.77 

14.60 

13.46 
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Hanna Mining Properties, Affiliates and Operations 


Iron Ore/United States 

Wholly Owned 
Groveland Mine 

Open pit mine, concentrator and pellet plant; Michigan 

Partially Owned 

Butler Taconite Project (37.5%) 

Open pit mine, concentrator and pellet plant; Minnesota 

Hanna Ore Mining Company (15%) 

Pierce Mine; Minnesota 

National Steel Pellet Project (15%) 

Open pit mine, concentrator and pellet plant; Minnesota 

Pilot Knob Pellet Company (50%) 

Underground mine, concentrator and pellet plant; Missouri 


Ore Sales Division 
Cleveland, Ohio 


Iron Ore/Canada 

Partially Owned 

Iron Ore Company of Canada (26.37%) 

Open pit mines at Schefferville, open pit mines, concentrator 
and pellet plant at Labrador City, Quebec North Shore & 
Labrador railroad, loading terminal at Sept-lles; Quebec 
and Labrador 

Hollinger North Shore Exploration Co., Limited (40%) 
Quebec concessions 

Labrador Mining and Exploration Co., Limited (22.3%) 
Labrador concessions 

Managing Agents 

National Steel Corporation of Canada, Limited 
Open pit mine, concentrator and pellet plant; Ontario 


Transfer Agents: 

The National City Bank of Cleveland, Cleveland, 0. 
Bankers Trust Company, New York, New York 

Registrars: 

Union Commerce Bank, Cleveland, Ohio 

The Chase Manhattan Bank, New York, New York 

The Hanna Mining Company 
Is An Equal Opportunity Employer 
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Nickel Operations 

Wholly Owned 

Nickel Mountain Mine and Hanna Smelter 
Open pit mine and nickel smelter; Oregon 

Overseas Operations 

Partially Owned Iron Ore 

St. John d'el Rey Mining Company, Limited (53.3%) 
Open pit mines and properties; Brazil 

Geraldton Joint Venture (25%) 

Open pit mines; Western Australia 

Partially Owned Aluminum 

Companhia Mineira de Aluminio (23.5%) 

Open pit bauxite mine, alumina refining plant 
and aluminum smelter; Brazil 

Ore Sales Agent 
London, England 


Marine Operations 

Domestic 

Operators of Ore Unloading and Coal Loading Docks 
Cleveland, Ashtabula and Sandusky, Ohio, and 
Philadelphia, Pennsylvania 

One Wholly Owned and One Partially Owned 
(33%%) Lake Vessel 

Operators of Lake Vessels Owned by 
National Steel Corporation 

Seaway 

Partial Ownership in Four Vessels 
Operating in St. Lawrence Seaway 

Ocean 

Two Wholly Owned Bulk Cargo Vessels 

Chartering and Shipping Agency 
New York, New York 

Partially Owned Ore and Coal Unloading Dock (25%) 
Rotterdam, Holland 
































